J 


7^ 


ON  THE 


RESTORATION 


OF  THE 


Standard  of  Value, 


and 


THE  PROPER  LIMIT  TO  THE 


USE  OF  BANK  CREDIT  AS  MONET. 


By  W.  P.  TAT  HAM. 


“A  Standard  of  Value  must  be  of  Real  Value.” 


PHILADELPHIA  : 

PRINTED  BY  SHERMAN  &  CO. 

1869. 


ON  the  restoration 

OF  THE 

STANDARD  OF  VALUE, 

ETC.,  ETC. 


The  evils  resulting  from  abandoning  the  gold  standard  of 
value  are  so  many  and  so  great,  that  nearly  all  are  agreed  upon 
the  expediency  of  returning  to  it.  These  evils  have  been  so  fre¬ 
quently  described  that  it  is  needless  to  recapitulate  them.  The 
chief  annoyance  is,  that  the  paper  substitute  is  variable  in 
value,  and  therefore  no  standard  at  all ;  for  a  variable  standard 
is  a  contradiction  in  terms.  Hence,  no  man  who  contracts  to 
pay  or  receive  a  dollar  can  know  the  future  value  of  what  he  is 
to  pay  or  receive.  By  the  fluctuations  of  the  value  of  paper 
money  all  time  contracts  become  gambling  contracts,  and  pru¬ 
dent  men  feel  compelled  to  hedge  their  regular  business  trans¬ 
actions,  by  counter  operations  in  gold,  which,  in  Hew  York 
alone,  are  estimated  to  cost  the  merchants  there  about  100,000 
dollars  per  day  in  commissions.  The  merchants,  of  course,  trans¬ 
fer  the  tax  to  the  consumers.  Every  bond,  public  or  private, 
now  sent  abroad,  is  sold  for  about  75  cents  in  the  dollar,  to  the 
great  loss  of  the  nation  ;  for,  the  interest  is  paid  in  gold,  and 
the  principal,  if  ever  paid,  must  be  paid  in  the  same  way. 

All  agree  as  to  the  expense  and  annoyance  of  a  depreciated 
and  variable  currency.  Few  agree  in  their  method  of  cure. 

The  writer  thinks,  and  will  endeavor  to  prove,  that  the  plain 
wTay  to  return  to  the  specie  standard,  is  simply  to  retrace  the 
steps  by  which  we  wandered  from  it.  There  is  no  shorter  cut ; 
no  simpler  nor  easier  way ;  no  royal  road. 

AYhen  the  first  issue  of  legal  tenders  was  made,  they  were  for 
a  time  nearly  equivalent  to  gold.*  It  was  maintained  that  their 


*  See  note  at  end. 
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legal  tender  character  would  prevent  their  depreciation,  and  hasty 
minds  concluded  that  they  would  never  depreciate,  however 
plenty.  This  led  to  further  issues,  until  the  country  became 
supersaturated  with  paper  money.  The  natural  result  took 
place.  The  supply  of  paper  money  being  superabundant,  and 
its  circulation  forced,  the  value  fell.  Paper  wras  at  a  discount, 
or,  in  other  words,  gold  was  at  a  premium,  and  so  it  has  been 
ever  since,  changing  in  value  from  various  circumstances. 

Now,  the  reverse  process  would  he,  to  withdraw  and  destroy 
the  paper,  and  as  soon  as  the  amount  outstanding  should  become 
insufficient  to  effect  the  exchanges  needed  by  the  commerce  of 
the  country,  and  it  should  become  necessary  to  supplement  it 
with  gold,  the  value  of  the  legal  tenders  would  become  about 
equal  to  gold,  and  the  treasury  might  assume  their  redemption 
on  demand. 

This  withdrawal  cannot  he  instantaneous.  It  may  he  either 
slow  or  rapid.  The  effects  cannot  he  pleasant  either  w^ay. 
Neither  can  any  pleasant  method  he  devised  of  resuming  the 
specie  standard  of  value.  A  specie  standard  requires  specie 
prices,  and  specie  prices  are  lower  prices,  and  no  reduction  of 
prices  can  he  pleasant  during  the  transition.  All  schemes  which 
promise  to  avoid  the  consequences  of  the  transition  from  a  paper 
scale  of  prices  to  a  specie  scale,  are  delusive. 

Let  us  take  an  extreme  case. 

If  the  whole  mass  of  legal  tender  notes  were  redeemed  in 
gold  to-morrow,  there  would  still  be  disaster.  Prices  would 
fall,  and  those  who  wrere  in  debt  would  suffer.  In  the  first 
place,  the  prices  of  all  things  exported  and  all  things  imported, 
would  immediately  fall  to  the  specie  value.  Then  the  prices  of 
American  products,  competing  with  foreign  products,  would 
fall.  This  would  reduce  the  price  of  American  labor  first,  and 
then  the  prices  of  all  the  products  of  American  labor. 

Now,  it  is  certain  that  if  you  reduce  the  prices  of  all  things 
bought  and  sold  (other  things  being  equal)  you  diminish  the 
whole  value  of  the  currency  which  is  employed  in  buying  and 
selling.  The  currency  would  therefore  he  reduced,  either  in 
volume  or  in  quality.  But,  by  the  original  supposition,  the  qual¬ 
ity  of  the  legal  tender  wras  raised  to  par,  gold  having  been  sub¬ 
stituted  for  paper,  consequently  the  reduction  would  be  in  the 
volume,  and  this  is  contraction. 

The  fall  of  prices,  though  inevitable,  would  not  take  place 
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without  a  struggle  between  holders  and  those  who  sought  to 
buy  ;  and  during  the  struggle,  the  volume  of  the  currency 
would  gradually  diminish,  until  the  country  having  arrived  at 
specie  prices,  the  volume  would  he  such  as  would  be  due  to  these 
prices.  To  repeat,  this  is  contraction.  It  makes  little  difference 
whether  you  begin  with  contraction  or  end  with  it.  Contrac¬ 
tion  you  must  have  if  you  return  to  the  specie  standard,  pro¬ 
vided  that  the  commerce  of  the  country  remain  the  same.  If 
the  commerce  of  the  country  should  be  materially  increased,  it 
might  grow  up  so  that  its  requirements  would  appreciate  the 
currency  to  the  specie  standard,  without  contraction.  But  this 
process  would  be  accompanied  by  all  the  sorrows  of  contraction, 
the  fall  of  prices,  and  the  injury  to  debtors.  It  would  take  place 
very  slowly,  for  falling  prices  are  not  favorable  to  active  trade. 
We  should,  therefore,  for  a  long  period,  have  all  the  annoy¬ 
ances  of  a  depreciated  and  fluctuating  currency,  and  probably 
an  amount  of  disaster  in  the  aggregate  equal  to  what  would  be 
caused  by  a  more  rapid  movement. 

This  let-alone  plan  would  entail  the  necessity  of  preserving 
the  printing  apparatus  at  Washington,  unless  it  were  designed 
to  let  the  paper  decay  on  our  hands. 

The  existing  premium  on  gold  would  seem  to  show  that  the 
commerce  of  the  country  would  have  to  be  increased  by  one- 
third  of  its  present  extent,  and  under  very  adverse  circum¬ 
stances,  before  prices  would  fall  to  the  specie  standard,  and  the 
currency  be  raised  to  par,  without  contraction. 

It  is  probable  that  the  beginning  of  this  process  is  now  felt  in 
the  frequent  spasms  which  afflict  the  money  market. 

It  is  no  answer  to  the  foregoing  arguments  to  say,  that  we 
have  had  frequent  and  great  changes  in  the  premium  on  gold 
without  corresponding  changes  in  all  values. 

In  the  first  place,  the  changes  in  the  values  of  things  im¬ 
ported  and  exported  did  take  place  as  the  value  of  the  currency 
changed. 

The  great  fluctuations  of  the  premium  were  so  transitory 
that  they  could  not  have  their  due  effect  in  other  things  before 
a  new  change  took  place. 

There  was  no  stringency  in  the  money  market  before  the  close 
of  1867.  Previous  to  that  time  we  were  merely  taking  up  the 
slack  of  the  rope,  and  did  not  feel  the  pull. 

The  volume  of  the  currency,  on  the  5th  of  October,  1868,  may 
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be  estimated  from  the  debt  statement  of  the  first  of  that  month, 
and  the  report  of  the  Comptroller  of  the  Currency,  as  follows. 
(See  Report,  p.  607.) 


IT.  S.  Legal  Tenders  and  fractional  currency,  . 

.  $388,955,000 

Less  held  bv  banks, . 

94,716,000 

National  and  other  bank  notes, .... 

.  $298,676,000 

Less  held  by  banks,  ..... 

11,843,000 

Deposits  in  banks, . 

.  $601,830,000 

Less,  checks  held  by  banks, 

.  143,241,000 

$294,239,000 

$286,833,000 


Total, 


-$458,589,000 

$1,039,661,000 


Or,  say,  in  round  numbers,  one  thousand  millions  of  dollars  is 
now  employed  by  the  people  as  the  medium  of  exchange  in  the 
United  States  (leaving  out  the  agency  of  gold).  This  is  the  ag¬ 
gregate  amount  of  money,  such  as  it  is,  which  we  all  of  us  have, 
or  imagine  we  have,  either  deposited  in  banks,  or  in  our  safes, 
or  in  our  pockets. 

If  it  be  assumed  that  this  thousand  millions  of  currency  is 
worth  75  cents  in  the  dollar,  in  gold,  the  gold  value  of  the 
mass  is  seven  hundred  and  fifty  millions  ;*  and  the  amount  of 
contraction  necessary  to  reach  the  specie  standard  would  be 
two  hundred  and  fifty  millions,  supposing  business  to  continue 
as  active  as  it  is  now. 

But,  business  would  not  continue  as  active  as  now,  and  the 
contraction  of  the  whole  currency,  requisite  to  reach  the  specie 
standard,  would  be  more  than  $250,000,000,  if  made  suddenly. 

A  distinguished  Senator  has  had  a  dream  which  he  related  to 
the  Senate,  in  a  speech  filled  with  expressions  of  honest  purposes 
and  just  views.  He  desires  to  u  descend  the  mountain  by  easy 
slopes  and  gentle  curves,”  so  as  to  u  return  to  specie  payments 
without  a  crash.” 

This  is  admirable. 

His  plan  begins,  by  fixing  the  time  of  redemption  by  law  on 
the  1st  of  July,  1871,  which  is  two  years  and  a  half  in  the  future. 
He  dreamed  that  the  passage  of  his  bill  would  “  fix  the  value 
of  the  greenback  note,”  and  thereafter  “  this  value  can  be  ascer- 


*  This  amount  of  currency  at  the  specie  standard  would  be  $20  per  head  for  a 
population  of  37,500,000  people,  and  agrees  very  well  with  the  best  authorities 
deriving  their  results  from  other  data. 
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tained  any  day  by  the  ordinary  rules  of  discount,5’  and  that 
irregular  fluctuation  of  value  would  thenceforth  cease,  by  act  of 
Congress.  He  dreamed,  moreover,  that  the  greenback  note 
“  will  be  at  par  on  or  before  the  day  fixed  for  redemption,  by 
gradual  appreciation,”  and  that  our  people  will  all  voluntarily 
pay  their  debts,  and  by  these  means  “  the  chauge  will  come  so 
gently  on,  that  the  people  will  almost  have  forgotten  it  when  it 
arrives.” 

This  dream  assumes  perfect  faith  on  the  part  of  the  people, 
faith  amounting  to  certainty,  that  the  scheme  would  be  carried 
into  effect  notwithstanding  its  inherent  difficulties,  and  the 
changing  temper  of  Congress.  There  can  be  no  such  faith.  If 
such  faith  existed  to  the  extent  and  with  the  effect  imagined  by 
the  Senator,  so  that  upon  the  passage  of  his  bill  the  value  of  the 
greenback  would  appreciate  from  its  present  price,  up  to  a  value 
to  be  ascertained  by  the  ordinary  rules  of  discount,  say  from  75 
cents  in  the  dollar  up  to  85  cents,  the  change  by  the  process 
hereinbefore  described  would  occasion  a  fall  in  prices  of  nearly 
12  per  cent.,  and  a  consequent  contraction  of  the  currency  from 
its  present  bulk  of  81,000,000,000,  worth  at  75  cents  in  the  dollar, 
$750,000,000  in  gold,  to  a  lesser  bulk  of  about  §882,000,000,  worth 
at  85  cents  in  the  dollar,  the  same  aggregate  value.  The  con¬ 
traction  due  to  the  first  effect  of  his  bill  would  be  118  millions 
of  dollars.  The  people  would  probably  be  aware  of  that,  and 
also  of  the  further  contractions  to  follow. 

But  it  is  not  in  the  nature  of  things  that  the  value  of  an  irre¬ 
deemable  paper  currency  shall  be  fixed  by  act  of  Congress.  Its 
value,  like  every  value,  will  be  determined  by  supply  and  de¬ 
mand,  as  it  is  now. 

The  existing  supply  would  be  redundant  at  the  specie  standard 
with  the  existing  demand,  and  therefore  it  is  that  you  cannot 
so  soon  raise  it  to  the  specie  standard  except  by  reducing  its 
volume. 

An  immediate  destruction  of  the  money  mills  at  "Washington, 
and  a  gradual  reduction  of  the  paper  outstanding,  would  be  the 
simplest  plan  and  most  easily  watched  and  controlled.  Any 
plan,  as  soon  as  its  operations  were  felt,  would  cause  violent  out¬ 
cries  from  those  who  are  interested  in  preserving  the  present 
state  of  affairs,  or  who  would  be  hurt  during  the  transition. 

But  it  is  not  probable  that  the  specie  standard  can  be  reached 
by  a  withdrawal  of  the  legal  tenders,  without  a  shock  to  all 
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values  and  credit,  involving  the  failure  of  all  the  hanks  to  redeem 
their  obligations ;  and  the  attempt  would  most  likely  result  in 
substituting  the  had  faith  of  the  hanks  for  the  had  faith  of  the 
government,  as  the  currency  of  the  country.  Therefore,  the  best 
plan  to  he  pursued  would  he  to  begin  the  contraction  with  the 
banks,  by  an  amendment  of  the  31st  section  of  the  general  bank¬ 
ing  law,  which  fixes  the  proportion  between  their  reserve  and 
their  demand  liabilities.  The  amendment  should  require  them 
to  increase  this  proportion  one  per  cent,  every  month,  so  that  at 
the  end  of  twelve  months  the  two  classes  would  have  a  reserve 
of  27  and  37  per  cent,  of  liabilities,  instead  of  15  and  25  per  cent, 
as  is  now  required.  Each  bank  upon  arriving  at  a  fixed  point 
of  strength  should  be  relieved  from  further  contraction. 

The  banks  should  not  complain  of  a  law,  which  would  com¬ 
pel  them  to  invest  in  a  security  to  be  made  more  valuable  by 
the  operation,  and  to  collect  their  debts  at  a  time  when  their 
debtors  were  best  able  to  pay.  Such  an  amendment  and  the 
payment  of  the  3  per  cent,  certificates,  would  be  enough  for  one 
year,  and  at  the  end  of  that  time,  we  should  probably  be  able  to 
see  the  promised  land. 

But  this  amendment  is  not  by  any  means  all  that  the  banking 
laws  require  before  they  will  afford  us  the  best  currency.  They 
now  constitute  a  system  which  acts  by  jerks  and  spasms  of  short 
duration,  but  great  intensity.  From  the  establishment  of  the 
system  until  the  close  of  1857,  there  was  never  much  pressure 
in  the  money  market,  and  this  continued  ease  was  ascribed  to 
the  supposed  fact,  that  the  currency  being  irredeemable,  its  fluc¬ 
tuations  were  felt  in  variations  of  the  price  of  gold  rather  than 
in  a  high  rate  of  interest.  But  prices  having  advanced  and 
business  having  increased,  the  real  operation  of  the  system  begins 
to  be  felt. 

The  dangers  of  the  system  are  felt  to  be  so  great  that  it  is 
even  proposed  by  thinking  men  “  to  place  in  the  hands  of  the 
Secretary  of  the  Treasury  $50,000,000  of  fresh  greenbacks,  to  be 
temporarily  used  in  critical  emergencies.’5  In  practical  English, 
this  would  be  expressed  “  to  place  in  the  hands  of  the  Secretary 
of  the  Treasury  for  the  time  being,  $50,000,000  of  greenbacks, 
with  the  power  to  manipulate  the  market  for  the  benefit  of  his 
friends.” 

A  system  which  needs  such  a  supplement  needs  radical  reform, 
and  with  a  view  of  pointing  out  such  reform  let  us  inquire  what 
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system  would  give  us  the  best  currency,  and  in  the  first  place, 
what  is  currency  ?  what  is  a  dollar  ? 

A  dollar ,  under  the  specie  standard  to  which  we  seek  to  re¬ 
turn,  is  a  piece  of  coin  weighing  25r80ths  grains  of  standard  gold, 
of  which  T90ths  are  fine  gold  and  T!nth  alloy. 

The  government,  by  stamping  this  coin  with  its  image  and 
superscription,  adds  nothing  to  its  value  except  a  certificate  of 
its  weight  and  fineness,  so  that  it  may  pass  from  hand  to  hand 
without  assay  or  weighing. 

The  currency  consists  of  such  dollars  and  multiples  thereof,  and 
also  of  the  combined  amount  of  bank  notes  in  circulation,  and 
deposits  in  banks,  both  payable  on  demand  in  gold  coin. 

A  mixed  currency  such  as  this,  with  safeguards  and  limits  to 
secure  the  certain  and  immediate  payment  of  the  paper  in  gold 
on  the  demand  of  the  holder,  without  such  demand  causing  a 
diminution  of  the  whole  volume  of  the  currency  by  reason  of 
the  wants  or  fears  of  the  payer  of  the  gold,  would  possess  all  the 
best  qualities  of  the  best  currency ;  uniformity  of  value,  porta¬ 
bility,  cheapness,  divisibility,  etc. 

The  reasons  for  including  both  deposits  and  circulation  under 
the  term  “  currency  ”  are,  that  although  they  are  differently 
created,  held  and  transferred,  yet  they  both  perform  thd  same 
functions  of  money ;  the  larger  sums,  deposits ,  being  lodged  in 
bank,  and  used  for  larger  payments,  and  the  smaller  sums,  in 
bank  notes,  composing  the  circulation ,  being  carried  in  the 
pocket  and  used  for  smaller  payments.  Both  represent  debts 
which  the  banks  owe,  and  owe  to  the  people.  Both  are  mutu¬ 
ally  convertible  at  will.  Both  are  payable  on  demand,  and  not, 
like  credits  payable  at  a  future  day,  involved  in  uncertainty. 
Both  constitute  the  money  of  the  people,  being  the  means  by 
which  they  buy  and  sell  all  things,  and  pay  and  collect  their 
debts.  The  differences  between  them  are  only  formal ;  the  re¬ 
semblances  are  essential.  If  we  would  make  our  currency  secure, 
we  must  treat  them  both  alike. 

During  the  debates  in  the  British  Parliament  in  1844,  result¬ 
ing  in  the  passage  of  the  Bank  Charter  Act  of  that  year,  Sir 
Robert  Peel  held  that  the  currency,  with  which  the  public  had 
to  do,  was  merely  the  promissory  notes  of  the  banks  payable  to 
bearer  on  demand,  and  that  the  deposits  in  banks  were  of  a 
different  nature,  and  more  analogous  to  what  he  called  “  paper 
credits.”  He  therefore  dealt  with  them  on  different  principles. 
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Let  us  see  with  wliat  success. 

The  hank  act  of  1844  separated  the  business  of  the  Bank  of 
England  into  two  departments,  to  wit :  the  issue  department, 
which  is  automatic,  and  has  everything  to  do  with  the  issue 
and  redemption  of  hank  notes ;  and  the  hanking  department, 
which  hanks  upon  the  notes  issued  to  it  by  the  issue  depart¬ 
ment. 

The  hanking  department  is  entirely  unchecked  in  its  opera¬ 
tions,  which  are  not  limited  in  any  way  by  the  bill.  The  issue 
department,  on  the  other  hand,  is  limited  to  an  issue  of 
<£14,000,000  sterling  on  credit,  and  a  further  issue  of  notes  to 
the  extent  of  the  gold  bullion  held  by  the  department. 

If  the  issue  department  have  £10,000,000  sterling  in  gold, 
they  may  issue  £24,000,000  of  notes  to  the  hanking  depart¬ 
ment  ;  that  is  to  say,  £10,000,000  sterling  upon  the  gold  on 
hand,  and  £14,000,000  sterling  upon  public  securities  held  by 
the  department. 

At  the  time  of  the  passage  of  the  act  it  was  found,  by  the 
bank  returns  of  her  circulation  for  the  present  century,  that  at 
no  period  within  that  time,  not  even  at  the  times  of  greatest 
panics  and  runs  upon  the  bank,  had  the  outstanding  bank  notes 
been  less  than  £15,000,000  sterling.  In  fact,  for  their  own  con¬ 
venience  or  necessities,  the  people  would  have  that  amount  of 
notes  which  were  not  presented  for  payment. 

It  was,  therefore,  concluded,  that  under  no  circumstances 
could  the  notes  of  the  bank  be  presented  in  such  amount  as  to 
reduce  the  outstanding  circulation  below  £14,000,000  sterling, 
and  consequently  it  was  considered  safe  to  permit  an  issue  of 
that  amount  only ,  on  securities,  and  to  require  all  beyond  that 
to  be  upon  gold  on  hand. 

In  concluding  his  speech  upon  the  introduction  of  the  bill, 
Sir  Robert  Peel  expressed  a  hope,  “  that  the  wisdom  of  Parlia¬ 
ment  will  at  length  devise  measures  which  shall  inspire  just 
confidence  in  the  medium  of  exchange;  shall  put  a  check  on 
improvident  speculations,  and  shall  insure,  as  far  as  legislation 
can  insure,  the  just  rewards  of  industry.” 

Twenty-five  years’  experience  of  the  workings  of  the  bank 
act  of  1844  proves  that  this  hope  was  a  delusion. 

It  was  too  much  to  expect  by  any  such  means  to  avert  com¬ 
mercial  disasters ;  but  the  act,  although  it  placed  the  converti¬ 
bility  of  the  bank  notes  by  the  issue  department  beyond  all 
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doubt,  and  so  far  bas  been  of  immense  benefit,  has  utterly  failed 
to  guard  the  country  against  financial  disasters,  occasioned  by 
overbanking  and  overtrading. 

In  December,  1847,  Sir  Robert  Peel,  in  reviewing  the  opera¬ 
tion  of  the  act  of  1844,  said :  u  I  do  not  deny  that  one  of  the 
objects  contemplated  by  the  act  was,  the  prevention  of  the 
convulsions  that  had  hitherto  occurred . 

“  The  bill  of  1844  had  a  triple  object.  Its  first  object  was  that 
in  which  I  admit  it  has  failed,  namely,  to  prevent,  by  early  and 
gradual,  severe  and  sudden  contraction,  and  the  panic  and  con¬ 
fusion  inseparable  from  it.  But  the  bill  had  two  other  objects, 
of  at  least  equal  importance  ;  the  one,  to  maintain  and  guarantee 
the  convertibility  of  the  paper  currency  into  gold  ;  and  the  other, 
to  prevent  the  difficulties  which  arise  at  all  times  from  undue 
speculation,  being  aggravated  by  the  use  of  paper  credit  in  the 
form  of  promissory  notes.  In  these  two  objects  my  belief  is, 
that  the  bill  has  completely  succeeded.” 

The  act,  then,  was  a  partial  failure,  and  the  reason  is  plain. 
It  limits  and  secures  the  circulation  of  the  bank  upon  credit, 
and  therefore  people  who  have  notes  can  always  get  gold  for 
them  upon  demand.  But  it  leaves  unlimited  and  unsecured  the 
liabilities  of  the  bank  for  deposits,  and  consequently  people 
cannot  always  get  gold  or  notes  for  their  checks. 

In  fact,  the  act  closed  the  window,  but  left  the  door  open. 

Reason  and  experience  then  both  teach  us,  that  if  we  would 
control  the  currency  by  law,  we  must  treat  alike  both  notes  and 
deposits,  payable  on  demand,  as  currency. 

The  national  hanking  acts  of  the  United  States  have  partially 
recognized  this  truth,  and  they  require  that  a  certain  proportion 
(15  per  cent,  in  some  cases,  and  25  per  cent,  in  others),  of  the 
cash  liabilities  of  the  banks,  including  both  deposits  and  circu¬ 
lation,  shall  be  held  by  the  banks  in  various  paper  legal  tenders, 
or  gold  coin,  as  a  reserve  for  the  prompt  redemption  of  these 
liabilities.  The  recognition  is  a  great  step  towards  a  stable 
currency.  But  let  us  consider  how  the  present  rule  works. 

The  average  reserve  of  the  banks  is  nominally  something 
over  27  per  cent,  of  their  liabilities;  but  practically  it  is  con¬ 
siderably  less  than  that,  because  the  3  per  cent,  temporary  loan 
certificates,  and  the  reserve  funds  of  country  banks  deposited 
with  the  city  banks,  are  neither  of  them  reserve  on  hand,  but 
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reserves  to  be  recruited  on  emergency,  and  then  they  may  not 
be  forthcoming. 

Assuming  the  practical  reserve  at  25  per  cent.,  then  four  times 
the  reserve  will  be  the  limit  to  which  the  circulation  and  deposits 
may  go.  Let  the  reserve  increase  one  million,  the  banks  may 
increase  their  demand  liabilities  four  millions.  Let  the  reserve 
diminish  one  million,  the  banks,  if  at  their  limit,  must  reduce 
their  demand  liabilities  four  millions.  Or,  if  a  party  should  draw 
$10,000,000  of  legal  tenders  from  the  banks,  then  the  banks 
must  withdraw  a  multiplied  amount  of  currency  from  the  people 
in  the  shape  of  deposits  and  circulation. 

Eecent  events  in  New  York  have  illustrated  these  truths  in 
a  painful  way.  Let  it  be  remembered  that  the  demand  liabili- 
.  ties  of  the  banks  constitute  the  money  of  the  people,  and  it 
may  be  seen  how  cruelly  this  multiplying  rule  may  be  made 
to  act. 

In  fact,  the  multiplying  rule  is  like  a  multiplying  reel,  and 
those  persons  who  trust  to  banks  for  their  loans  will  frequently 
he  wound  up  uncomfortably  fast,  if  they  be  not  landed  in  bank¬ 
ruptcy. 

The  multiplying  rule  is  wrong  altogether.  The  safe  rule  is, 
the  rule  of  addition,  which  Sir  E.  Peel  applied  to  the  circula¬ 
tion  of  the  Bank  of  England,  and  thereby  made  the  hank  note 
really  convertible  into  gold. 

If  we  should  apply  this  rule  to  both  deposits  and  circulation, 
we  should  have  a  banking  system  free  from  financial  panics  and 
sudden  stringency. 

It  is  perhaps  impossible  to  avoid  commercial  panics,  or,  the 
difficulties  and  disasters  which  arise  from  overtrading,  and  the 
abuse  of  credit  by  business  men.  But,  it  is  considered  quite 
feasible  to  make  financial  panics  impossible  by  so  guarding  and 
limiting  the  demand  liabilities  of  the  banks,  that  no  doubt  can 
be  excited  among  the  people  of  their  prompt  payment  on  demand. 
It  is  quite  certain  that  the  absence  of  financial  panics  will  miti¬ 
gate  the  severity  of  commercial  panics. 

In  order  to  explain  the  application  of  the  rule  suggested,  we 
must  go  back  to  Sir  E.  Peel.  He  found  that  there  was  a  large 
sum  of  bank  notes  which  could  not  possibly  be  presented  for 
payment.  He  therefore  held,  that  to  such  an  amount,  and  no 
curther ,  credit  might  safely  be  used  as  money.  In  like  manner 
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we  will  find  there  is  a  large  sum  of  money  on  deposit  with  the 
banks  which  cannot  possibly  he  drawn  out,  and  to  that  extent 
credit  may  safely  be  used  as  money,  and  no  further. 

At  one  time,  in  November,  1857,  the  active  business  of  the 
city  of  New  York  was  virtually  suspended  from  dearth  of 
money.  It  was  all  needed  to  settle  past  transactions.  Grass 
would  have  grown  in  all  the  streets  if  those  days  had  not  been 
shortened.  Sterling  exchange  sold  for  15  per  cent,  below  par. 

In  some  cases,  goods  just  arrived  from  Europe  were  returned 
by  the  first  packet,  although  the  consignees  in  New  York  wanted 
them  more  than  anything  else,  except  money. 

Yet,  at  that  time  of  greatest  scarcity,  the  returns  of  the  city 
banks  showed — 

Notes  in  circulation,  .  .  .....  $8,087,441 
Deposits  undrawn,  .......  42,696,012 

$50,783,453 

N. 

This  amount  does  not  include  the  notes  of  country  banks  cir¬ 
culating  in  the  city,  and  constituting  most  of  the  small  change. 

Allowing  for  these,  and  for  the  increased  business  of  the  city 
of  New  York,  it  is  probable  that  at  this  day  the  money  required 
to  conduct  the  business  of  that  city  would  be  over  one  hundred 
millions  at  the  specie  standard.  The  Comptroller’s  report  for 
October  5th,  1868,  gives  the  demand  liabilities  of  56  banks  of 
that  city  $206,164,901  of  the  existing  currency,  equivalent  to 
about  $150,000,000  in  gold. 

It  may  therefore  be  assumed,  that  before  the  deposits  and  cir¬ 
culation  could  be  reduced  to  $100,000,000,  the  scarcity  of  money 
would  be  such  that  foreign  exchange  would  fall  so  low  as  to 
compel  the  importation  of  gold.  In  other  words,  the  paper 
money  in  New  York  would  be  more  valuable  than  gold  in  Lon¬ 
don,  and  therefore  might  safely  be  left  with  only  a  reserve  for 
redeeming  the  excess  over  one  hundred  millions.  This  amount, 
being  the  minimum  amount  of  deposits  and  circulation  required 
by  the  people  of  New  York,  we  might  safely  permit  the  banks 
to  become  liable  for  so  much  on  credit  alone,  but  any  increase 
of  demand  liabilities  beyond  that  should  be  upon  a  reserve  of 
gold  on  hand,  dollar  for  dollar. 
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The  returns  of  the  N”ew  York  city  banks  for  December  5th, 
1868,  exhibit — 

Aggregate  of  deposits  and  circulation,  .  .  .  $224,098,576 

Reserve  of  all  kinds,  .......  77,136,740 


The  following  table  is  inserted  to  show  the  expansion  and 
contraction  of  these  banks  under  the  present  multiplying  rule, 
and  under  the  suggested  addition  rule,  assuming  their  minimum 
to  be  $100,000,000. 


Supposed  Reserye. 


$77,136,740 

60,000,000 

50,000,000 

40,000,000 

30,000,000 

20,000,000 


Possible  Circulation  and  Deposits. 


Multiplying  Rule. 

$308,546,960 

240,000,000 

200,000,000 

160,000,000 

120,000,000 

80,000,000 


Addition  Rule. 

$177,136,740 

160,000,000 

150,000,000 

140,000,000 

130,000,000 

120,000,000 


It  is  evident  that  now  the  banks  are  required  to  make  a  mul¬ 
tiplied  contraction  whenever  their  reserve  is  diminished.  The 
habitual  condition  of  many  of  them  is  one  of  undue  expansion, 
to  which  they  are  led  by  a  desire  to  make  large  profits.  Under 
the  existing  system,  any  scarcity  of  money  or  credit  from  nat¬ 
ural  causes,  is  intensified  by  the  condition  of  the  banks  and  the 
state  of  the  law.  The  penalty  for  non-payment  being  the  death  of 
the  bank,  the}^  have  no  alternative  when  pressed  but  to  press 
those  who  owe  them  in  a  fourfold  proportion. 

Under  the  system  suggested,  the  banks  need  not  fear  the 
diminution  of  their  reserve,  which  would  go  step  by  step  with 
the  diminution  of  their  liabilities,  and  they  could  always  re¬ 
lend  their  receipts  from  bills  receivable.  A  scarcity  of  money 
from  natural  causes  would  not  be  aggravated  by  a  further 
scarcity  growing  out  of  the  necessities  of  the  banks,  and  the 
timidity  of  noteholders  and  depositors. 

A  demand  by  such  parties  for  payment  would  not  lessen  the 
whole  volume  of  the  currency.  The  use  of  credit  for  the  pur¬ 
pose  of  money  would  be  so  limited  that  great  expansions  and 
great  contractions  would  be  unknown. 

The  use  of  credit  as  money,  is  a  measure  of  economy,  and,  up 
to  a  certain  point,  it  is  beneficial  to  a  nation,  because  it  costs  next 
to  nothing,  and,  when  used  in  connection  with  gold,  answers  the 
same  purpose  ;  but  when  the  currency  contains  the  element  of 
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credit  in  excess,  it  becomes  too  sensitive,  and,  although  more 
profitable  to  the  banks,  it  costs  the  people  so  much,  that  on  the 
whole  the  nation  loses  by  reason  of  the  excess.  The  proper  limit 
of  credit  is,  the  sum  of  the  notes  which  will  never  be  presented, 
and  of  deposits  which  will  never  be  withdrawn. 

It  was  easy  enough  for  the  British  Parliament,  in  dealing 
with  one  great  corporation,  like  the  Bank  of  England,  to  fix  the 
issues  of  the  bank  upon  credit,  within  safe  limits  ;  but,  it  would 
be  impossible  in  this  country  to  decide  upon  such  limits  for  every 
locality,  or  to  fix  limits  which  the  growth  of  the  country  might 
not  soon  render  too  restricted. 

Any  arbitrary  allotment  of  banking  privileges  would  be  ob¬ 
jectionable  and  unsatisfactory,  as  is  now  the  allotment  of  the 
privilege  of  issuing  bank  notes. 

It  is  necessary  therefore  to  suggest  some  self-acting  plan, 
which  would  distribute  the  banking  capital,  as  needed,  through¬ 
out  the  country. 

It  is  believed  that  a  rule  by  which  the  demand  liabilities  of 
the  banks  in  excess  of  their  reserve  should  be  limited,  to  the 
amount  of  their  capital  stock,  and  be  secured  by  a  deposit  with 
the  Comptroller,  of  United  States  bonds  to  the  same  amount,  and 
taxed  by  the  government  to  the  extent  of  —  per  cent.,  to  be  re¬ 
tained  out  of  the  interest  accruing  on  the  bonds,  as  a  price  for  the 
privileges  granted,  together  with  a  change  of  the  penalty  for  fail¬ 
ure  to  redeem,  or  for  other  violations  of  the  law  by  any  bank, 
into  a  forfeiture  of  all  interest  on  her  deposit  of  bonds  during  her 
delinquency,  and  also  the  complete  abolition  of  the  usury  laws, 
which  prohibit  contracts,  or  impair  the  obligation  of  contracts 
for  the  loan  of  money,  would  furnish  a  self-acting  plan  under 
which  the  banking  business  could  be  thrown  open  to  all,  free  to 
the  banks,  safe  to  the  people,  and  profitable  to  the  government. 

Each  of  these  provisions  demand  some  illustration. 

First.  The  limit.  By  the  Comptroller’s  report — 

The  capital  stock  of  1645  banks  in  October,  1868,  was,  $420, 635,000 
U.  S.  bonds  owned  by  banks,  .....  414,665,000 

Difference, . $5,970,000 

In  this  particular  the  rule  would  make  little  change. 

Second.  The  security.  The  banks  would  hold  reserve  on  hand 
for  the  same  amount  of  demand  liabilities,  and  the  Comptroller 
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would  hold  U.  S.  bonds  for  all  beyond  this.  The  worst  that 
could  happen  to  the  people  who  were  creditors  of  a  failing 
hank  would  be,  that  they  would  become  creditors  of  the  United 
States. 

The  capital,  reserve,  and  liabilities  protected  by  reserve,  of 
1645  banks,  in  October,  1868,*  were 


Liabilities, 
Reserve, 
Capital,  . 


$854,947,078 

$234,761,927 

420,635,000 

-  655,396,927 


Difference,  ......  $199,550,151 


To  bring  the  hanks  within  the  rule,  the  capital  and  reserve 
would  have  to  be  increased,  or  the  liabilities  diminished. 

Third.  The  taxation.  This  is  the  most  important  feature  of 
the  plan,  for  several  reasons.  It  would  be  a  gauge  by  which  the 
amount  of  bank  expansion  could  be  regulated.  It  is  evident 
that  if  there  were  no  tax  at  all,  the  deposit  of  bonds  wrould  be 
a  security ,  but  not  by  any  means  a  limit.  It  is  equally  evident 
that  if  the  tax  were  to  the  full  amount  of  the  interest  on  the 
bonds,  it  would  absorb  all  the  protits  of  banking,  and  if  the  law 
could  be  executed,  it  would  tax  the  banks  out  of  existence. 
Uow,  between  these  extremes,  one  which  would  leave  banking 
without  limit,  and  the  other,  which  would  destroy  banking  al¬ 
together,  there  is  an  intermediate  rate,  which  would  preserve  a 
safe  limit,  and  restrain  banking  wdthin  proper  bounds  by  the 
self-interest  of  bankers. 

The  Bank  of  England  has  the  privilege  of  issuing  £14,000,000 
sterling  of  notes,  based  upon  a  like  amount  of  government  stock, 
on  which  she  draws  3  per  cent,  per  annum  interest,  amounting 
to  £420,000  sterling. 

This  is  the  gross  profit  of  the  bank  upon  her  circulation. 

For  this  privilege  she  pays  annually  to  the  government  the 
sum  of  £180,000  sterling,  leaving  as  a  profit  to  the  bank  the 
sum  of  £240,000  sterling.  That  is  to  say,  of  the  whole  profit, 
the  government  takes  fths  and  the  bank  keeps  \ ths. 

It  must,  however,  be  remembered  that  the  bank  prints  her 
own  notes,  at  an  annual  expense,  estimated  in  1844,  at  from 
£113,000  to  £117,000  sterling.  This,  together  with  the  com- 


*  Comptroller’s  Report,  xvii. 


15 


missions  which  she  pays  to  other  hanks  issuing  her  notes, 
amounting  to  £24,000  sterling  per  annum,  reduces  her  net  profit 
on  circulation  to  about  £100,000. 

By  the  same  proportion,  the  rate  of  taxation  upon  the  bonds 
deposited  would  be  fths  of  6  per  cent,  in  gold,  together  with  the 
cost  of  printing  bank  notes.  This  would  yield  a  revenue  to  the 
government  of  from  18  to  21  millions  per  annum  in  gold,  on  the 
present  business,  leaving  a  like  amount  as  profit  to  the  banks, 
besides  interest  on  their  capital. 

It  is  impossible  to  say  beforehand  what  rate  of  taxation 
would  produce  a  safe  limitation,  hut  3  per  cent,  would  be  a 
good  rate  to  begin  with. 

The  'penalty  should  be  exacted  without  any  discretion  any¬ 
where. 

Then  as  to  the  usury  laws. 

There  is  a  school  of  financiers  in  Few  York  who  desire  an 
“  Elastic  Currency,”  which  they  would  define  to  he  a  currency 
capable  of  being  expanded  or  contracted  to  suit  the  “  require¬ 
ments  of  trade.”  They  profess  to  desire  that  this  paper  cur¬ 
rency  may  he  uniform  in  value,  but  variable  in  quantity.  It  is 
believed  that  these  two  qualities  are  incompatible  with  each 
other. 

The  true  way  to  furnish  a  supply  of  money,  to  suit  the  re¬ 
quirements  of  trade,  is,  in  the  first  place,  to  take  security  that 
the  thing  which  we  call  money  shall  really  he  so,  and,  secondly, 
to  repeal  all  laws  hampering  or  restricting  in  any  way  the  free 
employment  of  it. 

Ho  system  of  banking  can  have  free  and  healthy  action  whilst 
the  usury  laws  exist,  and  the  suggestion  of  the  safe  limit  to 
which  credit  may  be  used  to  perform  the  functions  of  money  may 
be  properly  followed  by  a  few  words  in  relation  to  the  evils  re¬ 
sulting  from  laws  restraining  the  use  of  money,  and  the  benefits 
which  would  result  from  perfect  freedom. 

The  whole  subject  is  so  fully  treated  in  the  memorial  and 
report  of  the  Philadelphia  Board  of  Trade,  and  the  documents 
accompanying  them,  dated  May  21, 1866,  printed  by  the  House 
of  Representatives,  39th  Congress,  1st  Session,  Miss.  Hoc.,  Ho. 
124,  that  a  brief  synopsis  only  of  that  paper  is  needed. 

It  shows,  1st,  that  in  Holland  there  have  been  no  usury  laws 
for  175  years,  and  in  England  none  since  1854. 
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2d.  That  it  is  impossible  to  enforce  the  laws  against  usury ; 
such  laws  merely  hamper  trade. 

3d.  That  there  is  a  natural  rate  of  interest  for  money,  which 
varies  with  the  supply  and  demand ;  which,  again,  depend  upon 
the  profits  upon  money  employed  in  other  ways  than  lending. 

4th.  That  the  restriction  upon  the  rate  of  money  has  a  tend¬ 
ency  to  drive  capital  away  to  countries  wdiere  it  is  allowed  to 
earn  its  natural  return. 

5th.  That  the  usury  laws  tend  to  raise  the  rate  of  interest  by 
the  cost  of  the  additional  risk,  or  expense  incurred  in  breaking 
or  evading  the  law  ;  and  by  the  fact,  that  the  quantity  of  money 
employed  in  lending,  is  diminished  by  the  operation  of  the  law. 

It  shows,  further,  from  the  experience  of  countries  which 
have  been  relieved  from  the  restriction,  that, 

1st.  The  banks  are  able  to  discount  all  good  paper  offered  in 
times  of  difficulty.  Excessive  offerings  are  checked  by  raising 
the  rate,  and  not  by  an  arbitrary  rejection  of  paper. 

2d.  That,  in  times  of  great  pressure,  fewer  failures  occur  than 
had  happened  in  similar  emergencies  before  the  change,  inas¬ 
much  as  capital  is  now  permitted  to  flow  freely  to  the  points  of 
the  most  intense  pressure. 

3d.  That  the  change  has  augmented  the  amount  of  money 
employed  in  the  commercial  market. 

4th.  That  the  rate  of  interest  paid  upon  mortgages  remains, 
as  before,  unaffected  by  the  transient  changes  in  the  money 
market. 

5th.  That  the  change  is  generally  popular,  and  that  a  return 
to  the  old  system  would  be  deemed  a  grievance  and  a  hardship. 

The  wisdom  of  the  legislature  has  enacted  that,  although 
money  may  become  scarce,  it  shall  not  become  dear. 

What  is  really  wanted  is,  to  make  money  free.  Then,  a 
demand  in  any  locality  beyond  the  supply,  would  raise  the  rate 
of  interest,  and  the  rise  of  the  rate  would  attract  a  new  supply, 
and  make  it  all  more  active. 

The  reform  of  the  hanking  system  and  the  abolition  of  our 
usury  laws  would  give  to  our  currency  all  the  “  elasticity  ”  which 
is  consistent  with  uniformity  of  value. 

The  cry  for  elasticity  has  grown  out  of  the  hard  operation  of 
the  existing  system,  wdiich  is  elastic  the  wrong  way.  It  makes 
money  superabundant  when  not  wanted,  but  very  scarce  as  soon 
as  any  real  demand  occurs. 
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In  fact,  before  the  war,  when  the  banks  were  paving  specie 
on  demand,  the  currency  never  was  practically  convertible  into 
gold.  The  currency  for  which  gold  was  actually  demanded,  was 
redeemed  and  converted  into  gold  ;  hut,  upon  the  demand  being 
made,  other  currency  for  which  gold  was  not  demanded  was 
redeemed  by  absorption ,  and  ceased  to  he.  So  that  the  practical 
working  of  the  system  was  that  the  currency  was  convertible 
partly  into  gold,  and  partly  into  air. 

The  existing  currency  is  much  the  same,  except  that  there  is 
no  gold  in  it.  It  is  convertible  practically,  a  portion  into  legal 
tenders,  and  the  rest  into  thin  air. 

If  the  proposed  system  were  adopted,  the  currency,  for  the  first 
time,  would  be  practically  convertible.  After  the  return  to  the 
specie  standard,  there  would  be  a  smoothness,  and  steadiness, 
and  safety  in  business  heretofore  unknown.  Solidity  in  private 
affairs  would  beget  confidence  in  public  matters. 

This  would  enable  us  to  reduce  the  interest  on  the  public 
debt,  and  lighten  its  burdens. 

N. 

It  is  not  expected  that  this  S3^stem  will  meet  the  approval  of 
bankers  generally.  Their  object  is  to  make  money,  and  the 
present  state  of  affairs  suits  them  very  well.  The  government 
pays  them  interest  on  over  60  millions  of  their  “reserve.” 

The  country  banks  get  interest  on  near  50  millions  of  their 
w  reserve  ”  lent  to  city  banks  and  re-lent  to  stock  operators  on 
call.  It  is  not  surprising  that  they  are  in  favor  of  letting  things 
mend  themselves. 

The  brokers  too,  are  not  averse  to  a  state  of  affairs  which  by 
constant  attrition,  yields  them  a  revenue  out  of  the  national 
wealth. 

But  for  the  government  to  take  the  advice  of  bankers  and 
brokers  in  these  matters,  is  to  take  the  advice  of  interested 
parties,  and  it  would  be  unreasonable  to  expect  them  to  be  in¬ 
different  to  their  own  interest.  There  are,  however,  many 
among  both  classes  (and  they  would  be  found  to  be  the  gover¬ 
nors  of  the  strongest  institutions)  who  would  not  be  averse  to 
a  safer  system  than  the  present. 

The  plan  recommended  in  the  early  part  of  this  paper  (while 
treating  of  the  return  to  the  specie  standard)  of  requiring  the 
banks  gradually  to  increase  the  proportion  of  their  reserve  to 
their  liabilities,  would  be  the  best  means  of  transition  from  their 
present  condition  to  a  conformity  with  the  new  system.  The 
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banks  might  be  allowed  to  increase  tbeir  capital  at  pleasure. 
When  air^  bank  should  arrive  at  such  a  state  that  the  sum  of  her 
capital  and  reserve  should  be  equal  to  her  demand  liabilities, 
further  contraction  should  cease. 

After  strengthening  the  banks  by  this  process,  the  law  might 
permit  the  holders  of  greenbacks  to  convert  them  into  5-20 
bonds,  and  provide  for  the  final  destruction  of  the  notes  so  re¬ 
ceived.  This  act  would  be  operative  when  the  interest  on  the 
bonds  exceeded  the  market  rate  of  money,  and  would  cease  to 
operate  during  a  money  pressure. 

The  troubles  to  grow  out  of  an  early  return  to  the  specie 
standard  are  somewhat  magnified  by  the  imagination. 

The  shrinkage  in  nominal  values  w'ould  amount  to  nothing  in 
the  absence  of  debt.  Most  commercial  men  have  debts  due 
them,  as  well  as  debts  to  pay,  and  they  would  go  far  to  balance 
each  other.  If  by  a  preliminary  strengthening  of  the  banks  we 
should  avoid  a  financial  crash,  the  change  could  be  made  with 
more  safety  than  in  any  other  way. 

In  considering  the  whole  subject,  we  should  not  forget  the 
cases  of  those  persons  to  whom  fixed  money  payments,  such  as 
widow’s  dowers,  annuities,  interest,  rents,  &c.,  arranged  under 
the  gold  standard,  are  still  payable.  Upon  such  persons,  the 
abolition  of  the  standard  of  value  operates  like  sheer  robbery. 
The  restoration  of  it  wTould  be  simple  justice. 

The  people,  with  the  same  courage  with  which  they  encoun¬ 
tered  the  horrors  of  the  war,  are  not  now  afraid  of  attacking 
and  destroying  one  of  its  annoying  results. 


The  conclusions  arrived  at  in  this  paper,  are: 

1.  Every  plan  of  returning  to  the  specie  standard  involves  a 
reduction  of  prices. 

2.  Every  reduction  of  prices  involves  contraction  of  the  cur¬ 
rency,  either  preliminar}^  to  it,  or  consequent  upon  it ;  except 
one  plan,  which  is  a  long  and  dreary  waiting  until  the  demands 
of  commerce  should  increase,  so  as  to  require  a  currency  of  the 
existing  volume  at  the  specie  standard. 

3.  That  this  do-nothing  policy  would  merely  lengthen  out 
the  agony,  and  could  not  avoid  the  reduction  of  prices,  nor  its 
consequences. 

4.  That  the  safest  way  to  contract  the  currency,  is  to  begin 
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with  the  hanks,  and  place  them  in  a  strong  position  ;  and  to  deal 
with  the  legal  tenders  afterwards. 

5.  That  the  present  hanking  system  is  a  dangerous  and  op¬ 
pressive  one,  owing  to  the  false  principle  contained  in  it. 

6.  That  the  proper  limit  to  which  bank  credit  should  be  em¬ 
ployed  as  money,  is  the  sum  of  the  deposits  which  never  will  be 
drawn  out,  and  of  notes  which  will  never  he  presented  for  pay¬ 
ment.  To  use  more  credit  than  this  in  the  currency  makes  it 
too  sensitive  and  elastic  the  wrong  way. 

7.  That  all  deposits  or  bank  notes  issued  beyond  this  limit 
should  be  upon  reserve  in  hand,  and  not  upon  credit. 

8.  That  all  bank  credits  employed  as  money,  either  in  the 
shape  of  notes  or  deposits  beyond  the  amount  of  reserve  on  hand, 
should  be  limited  to  the  amount  of  the  capital  of  the  bank,  and 
secured  to  the  full  amount  by  a  deposit  of  United  States  bonds, 
which  should  be  taxed  by  the  government  at  such  a  rate  as  to 
keep  such  credits  within  the  proper  limit. 

9.  That  a  complete  abolition  of  the  usury  laws  is  necessary  to 
a  correct  financial  system. 

10.  And  finally,  that  the  people  of  this  country,  who  cheer¬ 
fully  endured  all  the  dangers  and  hardships  and  burdens  of  the 
late  war,  will  not  now  shrink  from  the  comparatively  easy  task 
of  removing  one  of  its  evil  consequences,  namely,  the  destruction 
of  the  standard  of  value. 


Philadelphia,  January,  1869. 


NOTE,  page  2. 

*  The  following  table  exhibits  the  dates  of  the  Acts  authorizing  the  issue  of 
Legal  Tender  Notes,  and  the  depreciation  as  shown  by  the  premium  on  gold: 

Date.  Amount.  Price  of  Gold. 

1862. 

February  25,  .  $150,000,000.  .  February,  1862,  102£,  to  July,  1862,  109. 

July  11,  .  .  .  150,000,000.  .  July,  1862,  120,  to  February,  1863,  153. 

1863. 

February  17,  .  100,000.000.  .  February,  1863,  172b  and  fluctuating  up 

March  3,.  .  .  150,000.000.  .  and  down  to  the  maximum. 

“  ...  400, 000, 000. f  . 

1864. 

June  30,  .  .  .  200,000, 000, f  .  July,  1864,  285  percent.  Maximum. 


t  Interest-bearing. 


